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TIPS FOR BUSY READERS
MARY F. HALL, CPA, Editor

“The CPA Plans for the Future,” John L.
Carey, American Institute of Certified Public
Accountants, 1965, 541 pp., $5.
Where do the CPAs of the United States
want to be in the next ten or twenty years, and
what will it take to get there? This question
and dozens more are posed by the author
in this book intended as a basis for discussions
by CPAs, state societies and others. And it
is his hope that it will serve as a planning
document for clarifying goals of CPAs and
the Institute and determining the steps neces
sary to reach them.
The forces likely to affect the future of the
accounting profession are discussed in the
first of four sections of the book: the rapidly
growing population, the shift to an industrialurban society, the proper objectives of business
corporations and acceptable standards of busi
ness ethics. The new Computer Revolution
brings up such questions as: Who will control
and administer the EDP information system? A
CPA, an accounting-trained controller, or
someone with different qualifications? If eco
nomic planning by the Federal Government on
a national scale comes in the future, is the
CPA the logical person to gather facts and
figures?
The author believes that the time has come
to formulate a philosophy of professional
accounting practice as a whole, for with
out it, opportunities for improvement or ex
tension of present services may be overlooked.
He suggests that a professional accounting
service can be an integrated service covering
all of management’s needs for the measurement
and communication of all financial and eco
nomic data and that the attest function of the
CPA can naturally and properly be extended
beyond the audit area. The question is
raised whether CPAs may possibly be asked
to attest to data which would provide a basis
for judging the performance of corporate man
agement in the public interest. Persons in
volved in the expansion of management
services as a function of CPA firms will find
in the book a full discussion of that topic.
The chapter on “Education and Training”
considers the desirability of a broad liberalarts base for accounting students, and the
possibility of extending university accounting
from four to five years or of establishing pro
fessional accounting schools similar to the
law and medical schools.

Methods suggested for interesting more
students in accounting include: (1) arranging
for CPAs to talk with guidance counselors
rather than relying solely on recruiting mate
rial, (2) including an appropriate accounting
course in the liberal arts curriculum, and (3)
placing more emphasis on management con
cepts and less on teaching the mechanics of
accounting.
The ethical standards of the CPA profession
could be strengthened through the Institute
and state societies, just as the legal and
medical associations act as disciplinary agen
cies for those professions. The possibility of
standards being set by a governmental body
faces any profession which does not do its
own policing.
The final section of the book discusses
optimum size and accreditation of CPA firms,
the future of small firms, and the role of the
Institute and state societies in achieving goals
set forth in the book.
The suggestions in the book are based on
extended consultations by the Institute’s
Committee on Long-Range Objectives with
dozens of people who have specialized knowl
edge in the areas with which the book deals.
But one person had to organize and present
the mass of information and opinion in a
systematic manner; Mr. Carey says that he was
“elected.” It was a fortunate choice because
Mr. Carey has given the accounting profession
a very readable and provocative presentation.

Corporate Financial Reporting In A Compet
itive Economy by Herman W. Bevis, The
MacMillan Company, 1965, 212 pp., $6.
“Corporate Financial Reporting in a Com
petitive Economy,” a discussion of publiclyowned corporations and their accountability to
investors and to society, is concerned with the
meaning of accountability and with specific
accounting practices, primarily as they are
reflected in the annual report. The author,
Herman W. Bevis, senior partner of Price
Waterhouse & Co., makes suggestions for
improving financial reporting.
The central thesis of the book is that cor
porations have an obligation to investors, to
society in general, and to themselves to main
tain high standards of financial accounting and
reporting. This obligation is most effectively
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met, Mr. Bevis says, through full and fair
disclosure of corporate activities. He main
tains that the deliberate suppression of infor
mation needed by stockholders and others
could shatter public confidence and threaten
the health of corporations as they exist today.
Corporations give a vital thrust to the
economy, and they are centers of great power
in this country. They control vast accumula
tions of capital and property—for example, in
the case of 100 of the top corporations listed
by Fortune, $63 billion in assets. In return for
these powers, corporations are expected to
use their resources wisely and to give to society
an accounting of their stewardship.
The corporate obligation to stockholders is
more explicit. Stockholders provide corpora
tions with the capital they need. On the New
York Stock Exchange alone, stockholders have
invested approximately $500 billion in 9 billion
shares. They need information to make sound
investment decisions.
Opportunities to invest are steadily increas
ing and investors, in order to make a wise
choice, require more and more information
from corporations. This is particularly true of
the financial analysts, who are growing in
number, and of the institutional investors, who
now own one fifth of the value of all securities
in this country and are expected soon to own
as much as one third.
Mr. Bevis believes that corporate financial
accounting and reporting have been responsive
generally to the informational needs of society
and the investment community. But he thinks
that there are opportunities for improvement,
and he makes a number of specific recommen
dations. Particular emphasis is given the fol
lowing:
—Financial statements in annual reports
should take into account the effect of
the instability of the dollar in this coun
try, especially on long-term commitments
and their amortization by charges to in
come. The present declining value of
the dollar tends to inflate corporate earn
ings.
—Annual reports are made up of facts,
estimates and judgments. More attention
should be given to explanations of the
judgments made and the estimates used
in preparing the report.
—Increased use should be made of the
long-term historical summary to com
pensate for the fallibility of single-year
amounts.
—A two-part income statement should be
used separating unusual non-recurring
items from the results of recurring repeti
tive operations.

In the book, Mr. Bevis advocates reaching a
broad-based consensus on accounting princi
ples to the greatest extent possible to facilitate
comparisons between company reports. He
believes, however, that comparisons can never
be reduced to an arithmetical exercise, and
that full and fair disclosure and consistency in
reporting from year to year must continue to
be vitally important safeguards to investors.
The role of the accountant in the prepara
tion of annual and other financial reports is
examined in the book, which emphasizes that
corporate management has the ultimate re
sponsibility for the preparation of these reports;
here, the function of the accountant is to
advise. “Ultimately,” says Mr. Bevis, “the
only thing in the annual report which the
certifying CPA owns is his opinion.”
This book is the first volume in the
Columbia University Graduate School of
Business Studies of the Modern Corpor
ation. The precis published here was

released by the Graduate School of Bus
iness.
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